
By Walter Jacobs and Clement Winston ^-

The Postwar Furniture Market and 
the Factors Determining Demand 

l^ONSUMER outlays for furniture are currently at their 
postwar high. After a brief decline in the spring of 1949, the 
strong demand for these products was demonstrated by a 
renewal of the advance which has characterized most of the 
period since the close of the war. 

This firmness in the market for furniture is clearly associ­
ated with the high disposable personal income in recent years, 
and with the unprecedented activity of private residential 
construction, since any expansion in the number of dwellings 
creates a corresponding need for furnishing those units. For 
much of the period since the end of the war, the backlog of 
demand, in conjunction with the accumulation of liquid 
savings and the relatively low volume of consumer debt, has 
also contributed significantly to expenditures for furniture. 

Furniture market approximately $3 billion 
Purchases of household furniture comprise an important 

category of consumption expenditures. In the year 1949, 
nearly $2.8 billion were spent for furnitm-e, not including 
housefuruishings or household appliances and equipment. 
This was only slightly below the $2.9 billion expended in 
1948, and in dollar value was more than double the total 
purchased in any prewar year. During the early months of 
1950, expenditures reached a new high as they exceeded a 
$3.0 billion annual rate. 

In quantity terms also, purchases of furniture during the 
first quarter of 1950 were higher than ever. Volume was 
nearly 30 percent above the jjrewar high of 1941, and more 
than 50 percent greater than in 1929 and 1939. 

Chart 1 shows the proportion of disposable income that 
consumers have spent in acquiring these items. The chart 
reveals the well-known tendency characterizing durable-
goods expenditures to fluctuate in relative importance with 
the swings of business activity. In peacetime years of full 
employment, outlays for furniture have accounted for about 
1.5 percent of spendable income, this proportion dropping 
appreciably when business turns down. 

Expenditures related to the construction cycle 

Also visible in the chart is the effect on furniture outlays 
of high activity in residential construction. Thus, in the 
years immediately preceding the Avar—years which were 
comparable to the 1920's in terms of aggregate economic 
activity, but not in the number of houses built—purchases 
of furniture accounted for a perceptibly smaller part of con­
sumer income than in periods when large numbers of new 
houses were erected, such as the past 3 years and the decade 
following the First World War. 

This relationship of fm-niture buying to residential con­
struction is also evident in quantity terms. However, the 
greater importance of dollar expenditures for furnitm-e in 
periods of active building is in part a reflection of the fact 
that furnitm-e prices tend to be high relative to other prices 
in such periods, both because of the greater demand and 
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because there is some competition between the construction 
and furniture industries for materials and labor. 

The price factor is, of course, a basic element in any study 
of demand, since, other things being equal, lower prices 
bring more consumers into the market. By and large, the 

Chart 1.—^Personal Consumption Expenditures for Fur­
niture as a Percentage of Disposable Personal Income 
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1 Data for 1924,1026, and 1928, nre not avolloblo. 
8 Percentoges ore bosed on seasonolly adjusted data; figures for the first half of 1950 

were estimated on tbo basis ot first quorter data. 
Source ot doto: U. S. Deportment ot Oommerco, Office of Business Economics. 

way furniture prices relate to prices of other goods and 
services is more significant to the analysis than the absolute 
level of furniture prices. The ratio between furniture 
prices and prices of all consumer goods and services has been 
used as a measure of the relative price movements. How­
ever, it should be recognized that this measure is not com­
pletely satisfactory, primarily because of continuing changes 
in quality. 

Although furniture prices have slowly declined relative to 
other consumer prices since the end of the war, the ratio is 
substantially above its prewar values, as the following table 
indicates. 

Ratio of Furniture Prices to Average Consumer Prices (1939=100) 

IBIS 

118 
IBiB 

106 93 
ISSB 

100 
mt 
105 139 

ma 
132 

mo 
129 

Population growth 

The changing size and composition of the population is 
also relevant to the market for furniture, as for other cat­
egories of consumer expenditure. Although the rate of 
increase in the population is primarily relevant to the long-
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term outlook, population developments also have a bearing 
on the short-run picture. 

A high rate of family formation, which normally is asso­
ciated with a housing boom, is one of the elements involved 
in the relation between furniture expenditures and resi­
dential construction activity. The rise in the birth rate 
following the war is also significant, and is reflected in the 
increased production of imants' and childi-en's furniture 
indicated in the table.* 

Tabic 1.—^Value of Sh ipments of Household Furniture, 1947, 
Compared With Value of Production in 1939 

Item 

Total wood household furniture, except upholstered.. 

• Living room, library, sunroom and holl furniture. 
Dining room and junior dining room furniture 

Kitchen furniture ond cabinets 

Living room, library, sunroom and holl furniture 
(Including studio couches, soto-beds, etc.) 

Total metal household furniture, except upholstered.. 

1030 pro­
duction 

Millions of 
dollars 

279.2 

04.8 
34.6 

102.2 
8.3 

26.2 
2.3 
.0 

40.3 

151.4 

140.7 
10.7 

42.0 

14.1 
27.9 

1947 ship­
ments 

Millions of 
dollars 

892.3 

200.1 
112.6 
345.0 
49.7 
54.2 
8.0 

16.4 
33.3 

419.1 

370.3 
42.8 

218.2 

144.1 
74.1 

Percent 
Increase 

220 

315 
220 
238 
409 
107 
248 

2,407 
- 5 

177 

107 
.300 

420 

922 
100 

Sourco: U, S. Deportment of Oommorce, Bureau of the Census. 

Measuring Furniture Demand 

In attempting to obtain a quantitative appraisal of the 
factors which influence the amounts consumers purchase of a 
commodity or service, there are two approaches possible. 
The first approach surveys a sample of consumers at a given 
time, obtaining for each individual—or other type of con­
suming unit, such as household or family—the amount he 
has expended or the amount he intends to spend, as well as 
other information relevant to his consumption habits: for 
example, his income, liquid assets and occupation.^ The 
other method determines historically in terms of aggregate 
data how total expenditures for the commodity have fluc­
tuated with total disposable income and other important 
variables. Each of these methods has its advantages and 
disadvantages, and generally it is desirable for a thorough­
going study of demand to use both approaches when possible, 
and to check the results of each against the other. 

Aggregate figures constitute the only reliable information 
about furniture which covers an extended period of time, 
and the statistical analysis employed here is based on them. 
The rather meager material on furniture available from sur­
vey's is considered later. 

Factors in the present study 
The variables which enter into the following analysis of 

furniture expenditures are aggregate disposable personal in­
come, the value of new private residential construction, an 
index expressing the changes in furniture prices in relation 
to prices of other consumer items, and the number of house-

' This table Is bosed on data from tho Census of Monufocturcs In 1930 ond 1047. It has 
olso anpearod in "Tho Furniture Industry and Its Potcntlol Morket", o booklet Issued this 
yeor by tho U. S. Deportment of Commerce, Oflleo of Domestic Commerce. 

' There woro two notional expenditure surveys In the prewnr period: "Consumer Expendi­
tures in the United Stotes, 1036-36" by tho Notlonoi Resources Committee, and "Family 
Spondlng ond Soving In Wartime," covering 1941 and eoriy 1942, by the U, S. Department o t 
Lobor, Bureau ot Labor Stotlstles. Tho second of those gives averogo expenditures by Incomo 
class for detollcd categories ot household furniture and furnishings. Another family expendi­
ture survey by B. L. S. is being planned. In the postwor period, tho annual Survey of Con­
sumer Finances, which is considered later, olso provides some expenditure data. 

holds. As shown in chart 2 on page 10, these variables 
account for all but a negligible part of the fluctuations in 
consumer purchases of furniture during the period 1923-40.^ 

Each C()efficient in the regression equation expressing this 
relationship is an estimate of the average percentage change 
in furniture expenditures per household during the base 
period when the corresponding variable changed by 1 percent, 
the other variables remaining unchanged.'' Thus, with a 
1-percent increase in per-household income alone, per-
household outlays for furniture were raised by a little more 
than 1 percent, and a 1-percent rise in residential construction 
per household was attended on the average by a one-si.xth of 
1 percent increase in expenditures. Similarly, an increase 
in furniture prices of 1 percent relative to other consumer 
prices, income and construction not changing, was accom­
panied by a decline of one-half of 1 percent in the dollar 
value of furniture purchases. 

Of course, changes in any one of the factors did not take 
place independently of the others. For example, an increase 
in residential building was ordinarily associated with a rise in 
income, which also worked to lift furniture outlays, and with 
higher prices for furniture relative to othei- consumer goods 
and services, which tended toward lower outlaj'-s. However, 
of the single factors, income is by far the most important in 
accounting for the movements'of furniture expenditures, 
while construction activity and price are secondary, though 
still significant. 

The preceding discussion has been based on consideration 
of the average household, the "calculated" aggregate expend­
itures in the chart being derived by obtaining the per-
household expenditures from the relationship and multiply­
ing by the number of households. This appears to be the 
most plausible approach, since stability of consumption pat­
terns is more likely to exist for the average consuming unit 
than for the population as a whole. The number of consum­
ing units for furniture is probably approximated more closely 
by the nuniber of households than by the number of individ­
uals, spending units, or even families. 

The average household at the present time spends about 
$70 a year on furniture. A newly formed household natural­
ly spends much more than this, but the data do not permit a 
satisfactory estimate of the outlaj's typical of these new 
households. 

Alternative relationships 

In addition to the analysis presented in chart 2, a number 
of other relationships were tested. These included, on a cur­
rent dollar basis, linear as well as logarithmic regressions for 
aggregate expenditures and per-household expenditures, and 
similar analyses in constant dollars.^ The various per-
household relationships were about equally satisfactory in 
accounting for the fluctuations in furniture expenditures 
during the prewar years, and the exjiected values calculated 
for current outlays from these relationships agreed closely. 

There was, however, a significant difference in the levels of 
furniture expenditures indicated for the war period by the 
logarithmic and linear per-household relationships. The 

' The equotlon on which the "colculoted" expenditures in chort 2 ore based is: P=0.0030 
yi.os, R0.18, p 0.4), where F Is expenditures for furniture in dollors per household, Y Is disposa­
ble personal incomo per household, f? Is the value per household of private residential con­
struction, ond P Is the ratio ot tho price Index for furniture to the Index ot prices of oil 
consumer goods and services (1039=100). Tho multiple correlation coelTlclent is given by 
fi»=0.000. 

• Since the given relation Is based on current dollars, the exponents do not meo sure elasticity 
of expenditure. An anolysis relating per-household expenditures In 1939 dollors to defloted 
disposable Ineomc por household, doiloted privoto resldentlol construction per h ousehold, and 
the rotlo ot furniture prices to oil consumer prices gave on estlmote of 1.4 tor tho Income 
elosticlty ot furniture expenditure, and —1.2 tor price elasticity. 

I The best Qt was obtolned with a relationship like that presented In chart 2, o.xcept th at tho 
index of furniture prices ond the consumer price index were employed as separate variables 
rather than os o single vorioblo in the farm of a ratio. Tho Improvoment in Qt over t ho rela • 
tionship actually employed wos not quite signiQcant. 

886501°—60 2 
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linear regression yielded markedly higher calculated values 
for expenditures during the war years, implying that the 
aggregate unsatisfied demand in this period was much 
greater than that indicated by the logarithmic analysis.' 

The relationships employing aggregate rather than per-
household data, which gave correlations nearly as high as the 
per-household set, indicated somewhat higher expected rates 
of expenditure in the postwar years. The same was true 
when a per capita analysis was used. Nevertheless, as 
noted earlier, the per-household basis was felt to be the most 
satisfactory. 

Chart 2.—^Personal Consumption Expenditures for Fur­
niture; Actual and Calculated 
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1 Colculoted from a linear least squares regression for the yeors 1023-40, based on disposoble 
personal Income and the voluo ot residential construction, both adjusted for ohanges in tho 
number of households, ond on tho rotlo ot tumlturo prices to tho prices ot ail consumers' 
goods and services. 

' Doto for 1924,1020, and 1928, oro not avalloblo. 
»Haif-yeorly totals, seasonally adjusted, ot onnuol rotes. Data for tho nrst half of 1050 

were estimated on tho basis of first quorter data. 
Source of data: U. S. Department ot Oommerco, Ollice of Business Economics, 

The relationship shown in chart 2 accounts for almost all 
of the observed fluctuation in furniture outlays before the 
war, and in addition indicates that expenditures in the past 
few years have been closely in line with the historical pattern. 
However, there is an implicit assumption, in applying such a 
statistical analysis to the appraisal of current demand, that 
relevant factors which are not explicitly introduced have not 
changed in their joint effect on demand since the period on 
which relationship is based. Other potentially significant 
factors which did not have a measurable effect in the prewar 
years are considered below, in order to investigate their 
current importance. 

Other influences 
Among the factors tending to raise outlays at the present 

time as compared with the values indicated by the statistical 
analysis, one of the most important is the great increase since 

• The opprceiobly closer fit for tho wortimo outlays is obtained from tho logorithmio regres" 
slon lorgeiy becouso construction turns out to receive a grcoter weight relative to tho price 
factor thon in the llneor cose. The linear relationship, using tho some notation as in footnote 
3, is f=6.70-f0.017 y-|-0.064 iJ-0.17 P, with tho multiple correlation coefllclont given by 
i?»=0.992. 

before the war in individuals' liquid assets. The availa­
bility of liquid assets raises consumption generally by reduc­
ing the imi)ulse to save out of current income. Also, 
particularly in the case of durables such as furniture which 
require large outlays, it makes possible purchases that might 
otherwise be deferred because buying on time might be 
undesirable or difficult to arrange. 

Another element which may account for higher spending 
currently is the condition of consumer inventories of furni­
ture. Although the most urgent replacement demand 
arising out of wartime limitations on production has largely 
been met, it is rather doubtful that consumer holdings are 
as yet completely back to normal in quantity or age com­
position. 

Similarly, the effect on furniture demand of the recent 
high marriage and birth rates, following a decade of relatively 
low rates, is also likely to be in an upward direction. Such 
fluctuations are already represented to some extent in the 
quantitative relationship, which is on a per-household basis. 

The apparent decrease in income concentration over the 
period of analysis— în part the result of changes in the tax 
structure—^has probably not been important, since a change 
in the income distribution wfll not affect aggregate expendi­
tures if the relation of expenditure with income is linear, and 
this linearity holds approximately within a range of income 
accounting for about 90 percent of furniture outlays.' 

A factor which tends toward lower expenditures currently 
than is indicated by the relationship is the upward trend in 
the proportion of households occupying apartments rather 
than houses. This proportion has been declining somewhat 
since the end of the war, but it is appreciably higher than in 
1940, and even further above 1930. 

Again, disposable income in the first half of 1950 has been 
temporarily raised by the payment of the National Service 
Life Insurance dividend. Since there is a tendency to save 
more than the usual proportion of such nonrecurring income, 
the "calculated" expenditures obtained by treating these 
payments as ordinary income may be somewhat too high. 

A number of other elements may be cited as having some 
relevance to the analysis, although the direction of their 
influence is less clear. The increasing average age of the 
population and the shift from rural to urban areas are ex­
amples of factors wliich may alter expenditure patterns over 
a long period of time. Also, there is the intangible but none­
theless important matter of tastes, particularly as these are 
influenced by more widespread use of new styles and 
materials. 

There is little indication that the net effect of these fac­
tors not covered by the statistical relationship is significant 
at the present time. Amiong these should be included the 
growth in consumer credit, which is also probably not of 
major importance, though it has had some stimulating 
effect on cmrent demand. This is discussed at greater 
length below in view of the interest in the subject. 

It appears, therefore, that the demand equation presented 
should be useful in measuring the potential market for 
fm-niture. However, a continuing appraisal must be made 
of the influence exerted by factors not covered by the 
relationship. 

The Inf luence of Credit 

In the years before the war, consumer installment credit 
played a constantly increasing part in furniture buying. In 
the middle twenties about a third of all sales at furniture 
and house-furnishing stores were subject to installment terms; 

' This is indicated by the material in tho survey on "Family Spending ond Saving In War­
time," to which reference was mode earlier. It may be noted that tho relationsblp ot expendi­
ture to Income on a per family bosis implied by those figures is in reasonable conformity with 
tho per household rclotlonshlp employed hero. 
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by 1940 more than half of the sales of these stores were in 
this category (chart 3). This advance reflected both the 
institutional growth of lending and financing agencies and 
changes in the attitude of consumers and merchants toward 
installment credit. 

Limitations of the data 
The information available for measuring the effect of 

credit buying on furniture demand contains some important 
gaps. Consumer installment credit consists primarfly of 
instaUment sales credit and cash loans. Sales credit is 
granted in connection with instaUment sales at retafl estab­
lishments. Cash loans are extended by personal finance 
companies, credit unions, industrial banliing companies and 
commercial banis. Although these loans are used in large 
part to finance the purchase of durable goods, data on loans 

'by use are not available, and it is not possible to measure 
variations in the importance of cash loans for buying furni­
ture. 

In addition to installment credit, purchases on charge 
accounts constitute a part of consumer credit. No continu­
ous series on charge account credit for furniture is avaflable 
for the years prior to 1939. However, charge account sales 
of furniture are only about half as large as instaUment sales, 
and the duration of indebtedness is much shorter in the case 
of charge accounts, so that this type of credit forms a rela­
tively small part of credit outstanding. 

The installment sales credit figures utilized in this discus­
sion are for furniture and housefurnishings stores. As such 

fthey refer to sales of furniture together with other goods car­
ried by these stores, such as appliances, radio and television 
sets, floorcoverings, etc. However, a substantial amount of 
furniture is sold by department stores and mafl-order houses, 
some of it on installment terms, and since data on credit 

[sales of these outlets are not broken down by commodity, 
they are not included in the flgures discussed here. 

Influence of installment buying on demand 

The growth in importance of instaUment sales in the pre-
I war period, as revealed by the top panel of chart 3 and the 
figures in table 2, might have been expected to result in an 

^ upward trend in furmture buying. Individuals who are un­
able to accumulate enough sa-raigs to pay cash for items like 
furniture may still find it possible to buy such ^oods on time, 

^and to the extent that this happens, a growth in instaUment 
^credit should add to the demand for furniture. 

Such an effect, however, was not observable during the 
prewar period. The statistical relationship presented, wliich 

> includes neither a credit variable nor a time trend, yields an 
extremely close fit and no secular increase in demand over 
this period is apparent. 

Table 2.—Furniture Store Sales, Cash and Charge and Ins ta l lment 

[Millions ot dollars] 

Year 

1929 
1030... 
a031 
1932 
1933 

1934... 
1935 
1030 
1937 
1938 

1039 

Cosh and 
charge 

1,122 
882 
040 
358 
378 

410 
404 
610 
680 
630 

693 

Installment 

091 
674 
432 
242 
208 

309 
358 
472 
608 
484 

007 

Year 

1940 
1941 -
1942 
1943 

1944 -
1945 
1040 
1947 
1948 

1940 

Cosh and 
charge 

089 

on 
1,011 
1,036 
1,161 
1,308 
2,000 
2,229 
2,300 

2,022 

Instollment 

703 
876 
810 
760 

800 
837 

1,176 
1,517 
1,739 

1,722 

Sourco: Boord of Oovernors of tho Federol Reserve System, and Oillco of Bushicss Eco­
nomics, U. S. Department of Commerce. 

It is not clear, of course, that the effect of credit on de­
mand is adequately measured by the proportion of fiurtiiture 
sales on an instaUment basis. One obvious limitation is the 
faflure to reflect the impact of repayments. Another 
measure of the potential effect of credit is the trend in 
instaUment debt outstanding pictured in the middle panel of 
chart 3. 

InstaUment credit outstanding at furniture and nouse-
furnisbing stores showed no growth relative to disposable 
income over the decade before the war. I t may also be 
noted that total consumer credit outstanding has moved 
much lilce furniture credit both before and after the war. 
Thus, to the extent that the influence of credit on demand 
is exerted through the necessity of repaying obHgations pre­
viously incurred, there would be no measurable secular 
effect over the prewar years indicated. 

Chart 3.—^Installment Credit Sales of Furniture and 
Housefurnishings Stores 
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<• Percentoges are based on the avorago ot installment credit outstanding at oad of month, 
and annual disposable personal Incomo. 

Source of data: Installment Credit, Boord ot Governors of tho Federol Reserve System; 
Disposable Personal Income, U. S. Department of Commerce, Otllce of Business Economics. 

Such factors as the size of down payment required, the 
length of the maturity period and the scale of service charges 
also affect the demand for furniture on credit. Changes in 
instaUment terms are revealed in some degree by the bottom 
panel of chart 3, which gives average duration of indebted­
ness at furniture and housefurnishings stores. However, 
there was no trend toward easing of credit terms evidenced 
by these figures over the prewar period. 

Present position 
As chart 3 makes clear, instaUment credit buying in furni­

ture has not yet recovered from the drop in relative import­
ance it experienced during the war years. Consequently, 

{Continued on p. 24) 
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T h e Postwar Furn i ture Market 
{Continued from p. 11) 

there appears to be room for substantial growth in credit at 
the present time. It is likely that a return of instaUment 
buying to its prewar importance would have a stimulating 
influence, even through credit developments before the war 
had no distinguishable effect on furniture demand. 

There is evidence, both in the behavior of aggregate ex­
penditures and in reports from trade som-ces, that the in­
creased availabflity of credit when regulations ended on June 
30, 1949, aided the upturn in fm-niture sales in the second 
half of the year. The ratios of installment to total sales at 
furniture stores and of credit outstanding to disposable in­
come and the average duration of instaUment indebtedness 
all advanced significantly. However, they still remained 
below the values shown prior to the war. Thus, more ex­
tensive installment buying may be acceptable to both the 
retafler and the consumer, provided that the funds necessary 
to finance the extension are avaflable. 

Expenditure Surveys 

In addition to changes in aggregate demand from year to 
year, variations in demand among groups of consumers are 
of interest. The relation of consumption habits to the 
characteristics of the individual consuming unit could best 
be determined by sample surveys if adequate data were 
avaflable. 

Among the advantages of the survey approach are the 
ability to determine the direct effect on each consumer's 
outlays of a variable such as income and, in particular, to 
take account of the distribution of income, wealth and 
similar factors; the opportunity to measm-e factors like 
consumer inventories, about which usually there is little or 
no aggregate information available; and the fact that, when 
these sui-veys are repeated over a period of time, changes in 
consumption patterns may be disclosed which would not 
show up in studies based on over-all data. The major dis­
advantages of the survey method are its cost, and the well-
known fact that some types of data are subject to serious 
reporting biases in this kind of survey. Moreover, there 
is little historical information available from such sm-veys 
up to the present time. 

The Survey of Consumer Finances, carried out annually 
in the postwar period by the Board of Governors of the 
Federal Reserve System, differs from earlier public sm-veys 
of expenditures in covering purchasing intentions as well as 
actual outlays. From the information on fm-niture included 
in these surveys up to now, it appears that plans to buy 

furniture may be useful in indicating movenaents of actual 
expenditures, but are not satisfactory for direct estimates 
of dollar outlays. However, more experience will be 
required to assess the value of this information in analyzing 
fm-niture demand. 

The most recent survey, covering buying plans for 1950 
of. consumers as of the early months of this year, reported 
that intentions to purchase furniture were little different 
from those expressed in the corresponding sm-vey a year 
earlier and relating to 1949. 

S u m m a r y 

Expenditures for furnitm-e, both in dollar and in quantity 
terms, are now at a rate surpassing any previous year on 
record. The major factor accounting for the strength of this 
demand is the high level of disposable personal income, which 
has been swelled even further in the first quarter of 1950 by 
the payment of the National Service Life Insurance dividend. 
The activity of residential building has also been important 
in sustaining furniture buying. 

A quantitative relationship has been presented for measur­
ing furniture demand on the basis of the prewar expenditure 
pattern. The current high rate of expenditure appears to 
be closely in line with this relationship, which makes allow­
ance not only for the level of income and residential construc­
tion, but also for the growth in the number of households 
and for the advances in furniture prices. Compared with the 
prices of other goods and services, the price of furniture is 
substantiaUy higher than before the war. However, the 
ratio of furniture prices to the over-aU consumer price index 
has been tending downward since 1945. 

In the years immediately foUowing the end of the war, the 
backlog (iemand created by wartime restrictions on furniture 
production, together with the liquid assets accumulated by 
consumers during the war, had helped to push expenditures 
beyond the values indicated by the historical pattern. How­
ever, there is little indication that this backlog is still of great 
importance at present prices, although there may well be a 
larger-than-normal replacement demand at lower price 
levels. 

It is also noteworthy that installment sales of furniture 
cm-rently form a smaller proportion of all furniture sales 
than in the period 1939-41, despite the sizable increase of the 
past few years in installment credit outstanding. Moreover, 
instaUment credit outstanding is lower relative to disposable 
income than at any time during the period 1929-41. Con­
sequently, there is little reason to expect that installment 
credit wfll be a limiting factor on fm-niture sales for some 
time to come. 

Nat iona l I n c o m e and Product i n t h e First 
Quarter of 1950 

{Continued from p. 7) 

Transfer payments, apart from the veterans' insurance 
dividends discussed above, were raised about $5̂  billion, at 
annual rates, by expansion of unemployment compensation 
benefits. Tho apparent contradiction between this increase 
and the rise in seasonally adjusted employment is attr'bu-
table largely to concomitant growth of the labor force and 
perhaps also to other factors related to the coverage and 
administration of the unemployment-insurance programs. 

TEMPORARY RISE IN PERSONAL SAVING 

The large block of Federal individual income tax collec­
tions of year-end settlements on the previous year's liabil­
ities declined substantially in 1950 as compared with corre­

sponding collections in 1949, but this drop was approximately 
offset by a reduction in refunds. Accordingly, net personal 
taxes varied but slightly from the fourth quarter of 1949 to 
the first of this year, and disposable income followed closely 
the movement of total personal income. 

Consumption expenditures did not keep pace ynth the spurt 
in disposable income. As a result, personal saving is shown 
in table 3 to have risen from an annual rate of $11 billion in 
the fourth quarter to $18K billion in the first. Predomi­
nantly, of course, the rise represented saving—much of it 
doubtless temporary—of the N. S. L. I. payments. Thus the 
increase in saving does not indicate a change in the basic 
propensity of consumers to spend, which is obviously high. 
It simply reflects the fact that the spending of the insurance 
refunds will be spread over a longer time than their receipt. 
Accordingly, consumer expenditures in the second quarter 
will be influenced by the delayed effects of the disbursements 
through March, as well as by additional payments subse­
quent to that date. 


